MAY 12 1993

Gentlemen:

W have cousidared your application for nco.m:ltio;: of exsmption from
Yederal incoms tax under acction 501(e)(v) of the Iaternul Revenue Code.

You ware incorporated as a non—-profit corporation in the Stata of .-
on I According to your Articles of Incorporaticn, your
purposes ars! to provide training, exchang~ information and rience
arong mincrity operators of 's restauvrants in th. i to
provide information and educational programs to improve ‘ovemmity rela-
tione: and to serve as a representative of minority operators in advi-
sing of the specia’ needs and protlems of members.

Masxbership is limitae’ to persons controlling one or mors

restaurants in the market area and such parsons must also
be of xinority races.

Your activities include the exchange of dusiness information and exper-
fences among your mambers, providing input to [ TN in
regard to problems your mexber minority operators may have, and the
distribution of funds to charitabla and c¢ivie organizations and - chamber
of cosmerce.

Pinancial support is from members' dives and your principal expenditures
are for donations, legal fees, msating expenses and dues to your nation-
al organizucion.

Saction 501%c)(6) of tha Internal Revenue Code provides .ixesption for:
“Buainasn leaguus, chambers of commsrce,...not organized for

profit aad no part of the net earuingo of which inures to the
benafit of any private shareholder or iudividual."
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Section 1,501(c)(6)-1 of the Incoms Tax Regulatinas pzovides that, for
an organisation to be exempt, ite activities must bde:

", ..diracted to the impvovemant of dusiness conditions of one or
more lines 5f dusiness as distinguished from the performance of
particular sexvices for individual persons...”

Section 1.3501(ec)(6)-1 of e Iunconme Tax Regulations providee that:

"A business league 1e an association of peruons having some common
business intsrest, the purpose of wvhich is to promote such cowmon
interest and nct to engage in a regular disineas uf a kind ordi-
narily carried on for profit...even though the business is con~
ducted on a cooperative basis or produces only sufficien® income
to he self-sustaining...”

Ravenue Ruling 358-294, 1558-1 C.B. 244 siates that an organizati«a
engagad in furthering cthe business intereste of tha dealers of a par-
ticular product and vhose membership: is limited to those eng‘'yed in the
sale of the product and whose msmbershio is limited to thoss engaged in
the sale of the product does not qualify Zor exemption under section
501(¢e)(6), since it is furtherina the bdusiness intereste of the “islare
of a particular product as distinguished from improving business com-
ditione of the industry in general.

In the case of National Muffler Dealers Association v. U.S., 440 U.8.
472(1979), the Court held that an association of a particwlar brand
name of muffler dealers does not qualify for exemption bscause the
association is not engaged in tha improvement of bdusinsss of a line
of business, but is promoving a particulaz brand of muffler.

Your organization is similar to the ones described above in that your
members are all dealere or oparators of a particular brand name of
reataurants and you are primarily engagel in tha improvement of the
business conditivns and interests of the dealers of a particular
brand as distinguished from improving the busincss conditions of

the restaurant intustry in general. Accordingly, tax-exsmption
under section 501(c)(6) is denied and you should file Federal incms
ts.x returns.



If you agree with these conclusions or do not wish to file a writtemn

protast, please sign and return Form 6018 in the enclosed self-acdressed
envelope as soon as possible.

If you do not agrea with tihese conclusions, you may, within 30 days from
the date of thin letter, file in duplicate a briaf of the facts, law,
and argumeant that clearly sets forth y.ur position. If you desire an
oral discussion of the iswue, please iniicate this in your protest. The
en:losed Publication 892 gives instructions for filing a protest.

If you do not file & protest with this office within 30 days of the date
of tkis report or letter, this proposed detarmination will become !inal.

Sincerely,

District Director

Enclosures
Porm 6018
Publication 892





